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THE GAS SUPPLY OF BOSTON.* 
IV. 

In the last article I explained how the price of gas in 
Boston was lowered by means of a competing company 
with very strong financial backing. I propose now to 
give some account of the results of that competition, the 
way in which it was terminated, and the present condi- 
tion and relations of the different companies. 

First, however, some further reference should be made 
to the contracts for the public lighting. The much- 
vaunted contract of February, 1893, with the Brookline 
Company, had fixed a price of seventy cents for public 
lighting in Boston; and it goes almost without saying 
that, after this contract, the other companies had to reduce 
their charges for public lighting. They made new con- 
tracts with the city on August 17, 1893, at prices much 
lower than they had charged before, but in no case so low 
as those of the Brookline Company.f These contracts 
with the other companies differed from that with the 

* There is no such mine of official information for the later periods as that 
furnished by the Eeport of the Investigation of 1893 ; but the published annual 
and special reports of the Gas Commission, and full stenographic reports of pub- 
lic hearings before legislative committees and the Gas Commission, furnish a 
safe guide. None of the reports of hearings for this period have been officially 
printed. The mass of partisan printed matter in the shape of newspaper 
controversy, pamphlets, and brokers' circulars, is very large. 

For the preceding articles of this series, see this Journal for July and 
October, 1898, and April, 1899. 

t In November, 1893, the mayor estimated the annual saving to the city 
treasury under these contracts at $65,000 or more. The old and the new prices 
charged by the respective companies in the different parts of the city were as 

follows : — 

For Street Lights. For Public Buildings. 

Old. New. Old. New. 

ni*„ n ,™.~ I Boston Company .... $1.00 *0.00 $1.80 80.90 

City proper j Brookline company ... - 0.T0 1.30 0.70 

b^k„»„ { Roxbury Company ... 1.60 1.08 1.50 1.08 

KoxDury I Brookline Company ... — 0.70 — 0.70 

Jamaica Plain Company 1.85 1.50 1.90 1.50 

Brighton (Brookline Company) 1.85 1.25 l.flO 125 

South Boston Company 1.50 1.17 1.50 1.17 

Dorchester Company 1.60 1.17 1.60 1 IT 

See the Minutes of the City Council, 1893, pp. 787, 788. 
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Brookline Company in providing for coal gas of not less 
than 18 candle power instead of water gas of 25 candle 
power. After the charter granted to the Massachusetts 
Pipe Line Gas Company (which will be explained pres- 
ently), the Brookline contract was modified * to conform 
to the others in this particular. 

The transitory character of any benefits from such con- 
tracts as that of February, 1893, with its remarkable prices 
and perpetual provisions, is indicated by the fact that on 
June 1, 1899, the city government voluntarily abrogated 
this and all other contracts with the gas companies. A 
new contract was then made for the street gas-lights of 
the whole city with the Rising Sun Lighting Company, 
a corporation organized under the laws of Maine. The 
contract runs for seven years, with the right on the part 
of the city to continue it at pleasure for an additional 
seven years. The company not only is a foreign corpora- 
tion, but has none of the rights of a gas company in 
Massachusetts. It is merely a go-between, which agrees 
to furnish lanterns, Welsbach burners and mantles, keep 
the whole outfit in repair, light and extinguish the lamps, 
and provide them with gas, all of which it purchases from 
the gas companies. The city pays the company at the 
rate of $ 30 a year for a light of 60 candle power burn- 
ing all night. By this arrangement the municipality, so 
far as street lighting is concerned, ceased to have deal- 
ings with any gas company. 

Let us now recur to the direct struggle between the 
companies. First came the bitter and protracted efforts 
of the other companies to prevent the Brookline Company 
from paralleling their pipes under its contract. They 
appealed to the Gas Commission, on the ground that the 
company under the law required the consent of the board 
of aldermen to open the streets. The commission sus- 
tained the appeal, and reported the company to the attor- 
ney-general for violation of law. The attorney-general in 

*See the Minutes of the City Council, 1898, p. 735. 
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his reply denied the jurisdiction * of the Commission in the 
case, and intimated that the Brookline Company was in 
legal possession of the streets. The fight was then trans- 
ferred to the board of aldermen. Motions and votes in 
this body on the subject took almost every conceivable 
form. Mayor Matthews went out of office January 7, 
1895. Until near the end of his term he vetoed all votes 
bearing on the matter, even including those approving all 
the permits, on the ground that the board of aldermen 
had no rights in the premises. The board of aldermen 
passed several votes over the mayor's veto, including one, 
September 24, 1894, asking the attorney-general to inter- 
fere. March 18, 1895, Mr. Curtis, the Republican suc- 
cessor of Mayor Matthews, vetoed a vote of the board of 
aldermen revoking the Brookline Company's permits on 
substantially the grounds taken in the previous vetoes.f 

Things took a somewhat sensational turn in November, 
1894, when Mayor Matthews publicly announced that, 
under a three-year contract, he had agreed to accept the 
presidency of the Bay State Companies in Boston (at an 
annual salary of $25,000), with the right of " sole manage- 
ment " by the assistance of local boards of directors nomi- 
nated by himself.^ 

* Under the statute the only appeal jurisdiction of this board is from a vote 
of the mayor and board of aldermen of a city or the selectmen of a town, but 
the aldermen bad not acted in this instance. The statutes and ordinances in- 
volved in the ease are cited in this Journal, vol. xiii. pp. 294, 295. An outline 
of the opinions of the attorney-general and of the commission may be found in 
the Ninth Annual Report of the Commission (1894), pp. 16-20 and 54-60, respec- 
tively. 

It is interesting to note that the first recorded dissent in the history of the 
commission is that of chairman McDonald on the motion to report the Brook- 
line Company to the attorney-general in this case. Minutes of the Commission 
for April 24, 1893. 

t Some other interesting vetoes and messages on this phase of the contro- 
versy are dated March 1 and October 13, 1893, and February 9, June 19, and 
August 13, 1894. The first of these contains an opinion of the corporation coun- 
sel and a legal defence of the Bay State Company in refusing to keep its prom- 
ise to parallel all the gas-pipes in Boston. 

tThe correspondence between Mayor Matthews and the companies is 
printed in the Boston Advertiser of November 22, 1894. Notwithstanding the 
three-year contract Mr. Matthews filled the presidency for but little more than 
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Possibly, this had something to do with his finally sign- 
ing on December 5, 1894, an order of the board of alder- 
men approving the Brookline permits. This order was 
immediately appealed by the Bay State Companies to the 
Gas Commission. But, as the better portion of the terri- 
tory had already been occupied at this time by the Brook- 
line Company, and as the Commission had no means 
of enforcing its views except through the attorney-gen- 
eral, who had already virtually overruled it on this point, 
the case remained on the docket for several years, until 
the companies had come to terms, and was then dismissed.* 

To leave no resource untried, the other companies 
about the same time began proceedings in the Supreme 
Court to enjoin the Brookline Company from laying pipes 
under its permits. But they were denied standing in 
court, on the ground that no one but the attorney-general 
could prosecute such a suit. Thus all attempts to pre- 
vent the competition by legal means proved futile. On 
the other hand, the position of Mr. Matthews as both 
mayor of the city and president-elect of the Bay State 
Companies while these cases were pending before the 
board of aldermen, the Gas Commission, and the Su- 
preme Court, did not tend to inspire that degree of mut- 
ual confidence necessary to enable the companies to arrive 
at a voluntary settlement of the controversy. Probably 
nothing could better illustrate the great difficulty of the 
whole problem under discussion than the varying relation 
of Mr. Matthews to it from 1893 to 1896. 

The extension of the pipes of the Brookline Company, 
and the competition in the sale of gas, lasted until about 
May 1, 1896. By that time there were in round numbers 

two months, immediately after he left the office of mayor. It was said that 
the magic of his name disappeared after the Republican victory in the city 
election of December, 1894. Shortly after his relinquishment of the presidency 
he acted as legislative counsel for Mr. Henry M. Whitney, whose entrance into 
the gas field will be noted presently. 
* Thirteenth Annual Report, p. 11. 
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two hundred miles of duplicate mains in the streets, and 
almost every house in the better portion of the field had 
a duplicate service. This warfare was accompanied by 
nearly all the practices customary in such a contest, except 
frequent open cuts in the price of gas, which were prob- 
ably checked by the powers of the commission. Secret 
discounts appear to have been made to large consumers.* 
Apart from the expenditure for duplicating pipes, large 
sums were dissipated by the companies in soliciting cus- 
tom, giving away gas ranges and other appliances, adver- 
tising, setting and resetting meters, and putting in and 
taking out services.f How much money was wasted dur- 
ing these three years, to say nothing of the permanent 
menace from duplicate pipes, it is impossible to deter- 
mine.^ 

During all these years the prices of gas securities were 
based on rumors and counter-rumors of deals, combina- 
tions, compromises, litigations, and threatened receiver- 
ships. It was plain almost from the beginning that, if the 
struggle were to be carried to the point of actual bank- 
ruptcy, the Brookline Company, both because of its com- 
paratively simple legal organization and its financial 
strength, would come out victorious ; while even a tempo- 
rary receivership might be the means of wrecking the net- 

* See the testimony of Chairman Barker before the legislative committee, 
1898, p. 21. 

tSee the advertising circular issued by the Brookline Company, June 19, 
1894, in the appendix, pp. 131, 132 of the Eleventh Annual Report of the Gas 
Commission. 

t On April 13, 1898, Chairman Barker stated to the legislative committee 
that it might be possible to work out the loss to the Boston Company from its 
books ; but he doubted if the books of the other companies had been so kept as 
to show how much it had cost them. He " guessed " that the competition cost 
the Boston Company from $200,000 to $300,000. The total dividends of the 
Bay State Companies fell from §438,247 in 1893 to $209,092 in 1894 (calendar 
years). A special report of the commission to the legislature on the accounts 
of the Brookline Company, April 16, 1895, found that $213,884.30 properly 
chargeable to operating expenses had been charged to plant. Eleventh Annual 
Report, p. 122. 
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work of trusts and interstate legal relations on which the 
life of the Bay State Companies hung. 

The inevitable result — consolidation — came finally in 
1896. Many of the details of the arrangement by which 
the competition closed have never become known except 
to the persons immediately concerned. The essential 
features of the settlement appear to have involved a 
purchase by the Bay State interests, on six months' time, 
of a control of the Brookline Company. The statute of 
Massachusetts, (act of June 30, 1886) forbidding a gas 
company to sell or lease its works or franchises to another 
were apparently evaded by transferring the control of the 
Brookline Company, together with the ownership of 
$1,615,000 of the debt of that company, to Mr. Henry M. 
Whitney personally, who simultaneously, and in accord- 
ance with previous arrangement, transferred it to the Bay 
State Company of Delaware.* 

But, before the competition ceased, new difficulties of the 
gravest kind had arisen, and the situation had entered 
upon an entirely new phase. About the beginning of this 
decade Mr. Henry M. Whitney (to whom reference has 
already been made) came into control of large bituminous 

* Mr. Dillaway (see note on p. 44?, vol. xii. of this Journal) gives this ver- 
sion of the transaction in his bill of complaint filed March 4, 1898, in the Su- 
preme Court of Massachusetts. Mr. T. W. Lawson substantially agrees with 
Mr. Dillaway in his signed communication in the Wall Street Daily News of 
December 28, 1897. From the organization of the Bay State Companies until 
they passed into the hands of the Standard Oil party, Mr. Lawson was one of 
the largest dealers in Boston gas securities on the exchanges, and, also, usually 
vice-president of the local Bay State Companies. He has repeatedly asserted 
that in all the deals and contracts he personally represented the Bay State 
Companies. He has since attacked the management of these companies in two 
large pamphlets published by his stock-broking firm, and entitled respectively 
About Boston Gas and Dominion Coal and About Boston Gas and New England 
Coke. The portions of two public hearings, supposed to be hostile to the same 
management, — namely, that before the legislative committee on February 23, 
1898, and that before the Gas Commission on February 9, 1898, — have been 
printed anonymously, bearing all the marks of Mr. Lawson's work. Whatever 
position Mr. Lawson may have held in the companies, his financial interests 
have usually been much greater in the movement of the prices of gas securities 
on the exchanges than in the industrial earnings or welfare of the companies. 
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coal mines in the provinces of Nova Scotia, and organized 
the Dominion Coal Company, evidently expecting to find 
his chief market in New England. These mines under 
existing or probable market conditions and customs regu- 
lations found only a limited and variable Canadian market * 
during the period of navigation of the St. Lawrence. If 
the mines were to be made profitable, some new outlet had 
to be found for their product. Now it is well known that, 
in producing coke, large quantities of gas, usually of from 
4 to 12 candle power, are produced. For years ex- 
periments have been carried on in various parts of the 
world with a view to perfecting a process by which prac- 
tically all bituminous coal should be coked and the coke 
applied to nearly all uses to which the coal is now put. 
Those conducting the experiments have also hoped to 
utilize the vast quantities of low candle-power gas in two 
ways : first, directly for fuel for both domestic and 
power-producing purposes ; and, second, after enrichment, 
in the ordinary way, as illuminating gas. In short, the 
dream of the experimenters has been to abolish the use of 
coal, water gas, and coal gas made in the ordinary retorts, 
and to substitute the products of the coke oven. There 
has been no scientific difficulty for years in producing both 
coke and gas of the character described above. But, un- 
fortunately, coal mines are usually situated in regions far 
from the populous centres, where heat and light are re- 
quired in large quantities ; and the cost of storing and 
handling coke is substantially as great as in the case of 
coal. Hence, up to the present time, it has not been com- 
mercially profitable to bring coal for coking to the place 
where it is in demand or to pipe the gas to any available 
market. Coke, therefore, has been made near the mines, 
chiefly for smelting iron ore ; and the coke-oven gas has 
been allowed to run to waste. 

* The company is capitalized at $20,000,000, and has an estimated capacity 
of from one to two million tons per year. The mines belong to the government, 
which is said to exact a heavy royalty. See About Boston Gas and Dominion 
Coal, p. 25. 
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There are some indications that from the time Mr. 
Whitney came into possession of the coal mines he had 
under consideration an attempt to coke the Canadian Coal 
at some point near Boston.* The steps by which he is 
undertaking to carry out that attempt now demand our 
attention. This is not the place to consider the oft-re- 
peated charges that this great enterprise was entered upon 
not in good faith, but solely in order to dispose of Domin- 
ion Coal stock at a profit and to carry on other stock 
speculations. And it would certainly be premature to 
make any predictions as to the financial outcome of the 
undertaking. NeYertheless, we should not lose sight of 
the fact that, whatever success may attend it, the under- 
taking is, strictly speaking, an industrial experiment, — an 
experiment, too, the result of which is necessarily prob- 
lematical. Furthermore, it is an experiment which 
would be foredoomed to failure unless tried on a very 
large scale ; while, in case of failure, the investment re- 
quired would be almost entirely lost. The risks involved 
are so great as to be justified only by the chance of a 
correspondingly great gain ; but, as already stated, the 
strict corporation laws of Massachusetts, taken in con- 
nection with prevailing traditions of 10 per cent, as a 
fair rate of profit, shut out the chance of such a gain. 
It is perfectly safe to say that no individual would care 
to undertake such an experiment at his own sole risk. 
On the other hand, the corporation laws of Massachusetts 
are made and executed with the special view of prevent- 
ing any one from trying such industrial experiments at 
the risk of other people. 

To overcome these difficulties, Mr. Whitney, at the 

* As will appear later, a great coke plant owned by the New England Gas 
and Coke Company — an association organized by Mr. Whitney — is now (Au- 
gust, 1899) nearing completion at Everett, Massachusetts, just outside of 
Boston. Part of the land on which this plant stands was bought by Mr. 
Whitney on June 2, 1890, presumably for this purpose. See p. 13 of the printed 
copy of the " First Mortgage from the New England Gas and Coke Company to 
the Central Trust Company of New York, dated December 1, 1897." 
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beginning of February, 1896, appealed directly to the 
legislature * for extraordinary privileges, exempting him 
from these stringent laws. This was, at the time, a nat- 
ural thing for him to do. He was then fresh from his 
industrial, financial, and legislative victories in consolidat- 
ing all of the street-car companies of Boston and vicinity 
by special act of the legislature, — an achievement by 
which he had given the world the first great street-car 
system under a single management. The Whitney Gas 
Bill did not provide for a corporation of any kind, but 
granted to Henry M. Whitney and his assigns the right to 
manufacture, buy, sell, and deal in coke, gas, and all 
products necessary to, or resulting from, such manufacture ; 
to contract with any existing gas company to buy or lease 
its works or franchises, or to take the same and any other 
property by the right of eminent domain, or to compete 
with any existing company or municipality, and to lay 
pipes anywhere in the State without the consent of the 
local authorities. The grant was to run for fifty-four 
years, with total exemptions from taxation of property 
held under it for ten years. Although the bill, when 
accepted by Mr. Whitney, was to be a contract, yet it 
was so drawn that he could cease to act under it at any 
time without penalty, or act under the provisions advan- 
tageous to him and ignore the others. The bill, while 
nominally containing restrictions in the interest of the 
public, was in fact an adroitly devised scheme to con- 
solidate all the Boston companies, and at the same time 
remove them from all essential control by the legislature 
and the commission in regard both to capitalization and 
service. This could have been done under the bill with- 
out any additional investment, and without any attempt 
to make coke or coke-oven gas. The combination, thus 
freed, could have sold untested gas for the whole period of 

*The Whitney Bill, House No. 635, was entitled "An Act to encourage 
the Manufacture of Cheap Coke and Gas." 
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the grant at prices equal to those prevailing at the time 
the bill was passed. It should be noted that all these 
extraordinary privileges were asked ostensibly in order to 
furnish cheap gas to the public, as no new legislation was 
required to enable any one to engage in the manufacture 
and sale of coke. Mr. Whitney declared emphatically, 
at the legislative hearing on the bill, that the enterprise 
was of so great, delicate, and hazardous a nature that for 
the legislature to curtail the privileges and exemption* 
asked for would "absolutely discourage this undertak- 
ing." * It was made to appear that the coke was the 
chief concern, and that the gas, which cost nothing to 
manufacture, could and would be sold for a mere trifle. 
This was but an intensified form of the argument by 
which the Bay State Company, years before, had effected 
an entrance into Boston. As a matter of fact, so far as 
the bill contained any provisions on the price of gas, they 
were so drawn as to be meaningless. For example, un- 
enriched coke-oven gas in the holder could not be sold for 
more than 35 cents per thousand, while, if the grantee 
sold direct to consumers, the price should be limited to 35 
cents " plus the actual cost of distribution " ; but, in no 
case, should it exceed the previously prevailing prices. 

The introduction of this bill caused a general onslaught 
on the legislature to obtain similar privileges for rival 
parties and to consolidate existing companies. Mr. Law- 
son, in the supposed interest of the Bay State Companies,. 
had a proposition introduced by which he offered to pay 
the State $1,000,000 for privileges similar to those asked 
by Mr. Whitney. But, as the session wore on and Mr. 
Whitney's advocates in the legislature continued to gain 
ground, the managers of the Bay State Companies became 
frightened, compromised with Mr. Whitney, agreed to 
buy all their gas from him under the privileges to be 
obtained, and of course withdrew their opposition to his 

*See p. 50 of the stenographic report. 
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bill. But even the combined lobbies of Mr. Addicks and 
Mr. Whitney could not carry the bill in its original shape 
through the legislature. Yet the changes made in it 
were more apparent than real. The chief modification 
was an amendment providing for an incorporated com- 
pany instead of a personal grant. After a bitter strug- 
gle * the bill passed f both Houses, with all the other 
more important exemptions and privileges. The provi- 
sions on price were still adroitly phrased, but none 
the less favorable to the company. The friends of the 
measure, while always pretending that consumers would 
receive gas at something like 20 to 30 cents per thou- 
sand feet, killed an amendment limiting the price of gas 
in Boston to 90 cents. One of the chief partners in 
the enterprise has since declared this "a splendid and 
ideal consolidation bill," $ and asserted that, had it become 
law, within less than forty-eight hours every company in 
Boston would have leased itself to the Pipe Line Com- 
pany for a long term, at figures so high that, when the 
Gas Commission asked the price of gas, it would be found 
as near 99 cents as it could be got. There is no doubt 
that such leases could have been legally entered into, and 
that, so far as this bill was concerned, the present prices 
of gas in Boston could have been maintained for the full 
period of the leases. 

Almost at the very end of the session Governor Wolcott 
sent in a vigorous veto of the bill.§ He declared the 
charter " a roving commission to engage in competition 

* Mr. Lawson, who says he represented the Bay State interests in the bill, 
declares that it oost from $200,000 to $500,000 to put it through, and that the 
money was spent "in educating the legislature and moulding public opinion." 
See Report of Legislative Hearing, 1898, p. 17, printed edition. 

t Under the title "An Act to incorporate the Massachusetts Pipe Line 

Company." 

} See Report of Legislative Hearing, 1898, p. 17, printed edition. 

§The veto may be found in the House Journal, pp. 1219-1224 (June 2, 
1896) ; and also in Fuel-Gas for Cincinnati, by A. Hickenlooper, pp. 90-94. 
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throughout the Commonwealth," "a club by which the 
Pipe Line could strike down those already in the field," 
and described the privileges of the charter as " more far- 
reaching than have ever been before granted to a Massa- 
chusetts corporation," and justifiable only in return for 
a guarantee of much cheaper gas to the consumer, — a 
guarantee in no wise found in this bill. The House sus- 
tained the veto by a vote of one hundred and twenty-one 
to fifty-four. It then looked as if the scheme were dead, 
for no new bill could be introduced and passed under the 
rules so late in the session. But the friends of the bill 
shrewdly manipulated the rules, compromised with the 
promoters of the chief rival bill, which was well up on the 
calendar, and then substituted most of the vetoed bill for 
the other in the form of amendments. Those in charge of 
the measure had to submit to very important amend- 
ments proposed by the opposition before they got the bill 
through on the last day but one of the session.* 

The act, entitled "An Act to incorporate the Massa- 
chusetts Pipe Line Gas Company " was signed by the 
governor on June 9, 1896. The capital of the company 
was fixed at $1,000,000, with the privilege of increasing it 
to $5,000,000. But all shares must be issued under the 
general corporation laws, and therefore required the ap- 
proval of the Gas Commission. The company has no 
right of eminent domain, and cannot compete with muni- 
cipalities or other companies ; while the conditions and 
terms of any lease or purchase of other works or fran- 
chises are subject to the approval of the commission. In 
fact, the chief peculiarities of this charter are the com- 
pulsory locations for its pipes to the holders of purchasing 
companies or municipalities, but not for distributing to 
consumers, and the rights of consolidation — subject to 
approval — with other companies. But a further restric- 

* The bill passed the Houses on Friday, June 5 ; and the final adjournment 
did not take place till the next week, but no sittings were held meantime. 



THE GAS SUPPLY OF BOSTON 99 

tion renders the exemptions from the general law of little 
value. This is the provision limiting the price of gas, en- 
riched or unenriched, sold by the Pipe Line directly to 
consumers within eight miles of the State House to 60 
cents per thousand. In the heat and confusion at the end 
of the session it was made to appear that this clause fully 
met the governor's objection to the bill, and insured a re- 
duction of the price of gas in Boston to 60 cents. In 
fact, there is little doubt that, but for the belief that the 
bill meant 60-cent gas, it could not have been put 
through.* The clause in question did indeed destroy 
the chief value of the bill to the promoters by making 
consolidation under it impossible, except on a 60-cent 
price basis ; but the provision is so skilfully phrased as 
not to affect the price of gas to the consumer in any way. 
The company is not compelled to sell directly to consum- 
ers, and, apparently, has never had any thought of doing 
so. The adoption of this amendment is said to have 
caused Dominion Coal shares to drop to 15. While the 
vetoed bill could have been used as a consolidation bill, 
without any reference to the manufacture of coke, the 
limitations of the charter as enacted were such as to make 
it profitable only for the manufacture and sale of the 
products of coke-ovens. Within the 60-cent limit, prices 
are subject to the control of the Gas Commission ; f 
while the sales of fuel gas delivered at the holders of 
other companies or municipalities are relieved from that 
control, but fixed by statute at 20 cents within five miles 
of the State House, with increase for more remote points. 

♦Chairman Barker calls this pretence "a part of the humbuggery of that 
bill" (Report of Legislative Hearing, 1899, p. 156). Mr. Lawson, speaking of 
the 60-cent provision, says: "That was our only reason for getting it [the 
charter]. They refused to give it to us otherwise." Hearing of 1898, p. 11, 
printed copy. 

t The company is prohibited from discontinuing the use of any part of the 
distributing system of any leased or purchased works or from charging more 
for gas through such a system than had been charged before the lease or 
purchase. 
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The result of all these restrictions was that the owners 
did not care to try to use the charter directly for making 
coke or gas or consolidating gas companies. The com- 
pany remained unorganized, with the franchise floating 
about for sale for any speculative scheme, for more than 
a year.* The franchise was finally virtually sold to the 
New England Gas and Coke Company (of which more 
hereafter). In short, it was plain upon the passage of 
this act that no money could he made out of the franchise, 
unless its owners could, directly or indirectly, use it as 
the basis of stock-watering, in spite of all prohibitions of 
over-capitalization in the corporation laws of the state. 

At this point we must go back somewhat in our narrative 
to see what the other companies are doing. Before the 
new charter was granted, the agreement to stop competi- 
tion had been made. It appears that, as security of good 
faith and ability on the part of the Bay State Company 
to carry out the arrangement, the Brookline Company 
obtained the consent of the Boston Company to a sub- 
sidiary contract directly between that company and itself 
for a term of twenty-five years from May 2, 1896. 

First making sure of the preservation of the subsidiary 
contract, the managers of the Brookline Company ap- 
parently turned the management of it over temporarily to 
the Bay State Company, supposedly on the terms already 
mentioned. By the terms of the Boston-Brookline con- 
tract (entered into directly by the corporations as such, 
without the Bay State Company as go-between), the Bos- 
ton Company agrees to purchase from the Brookline 
Company, each year, at a price equal to that charged 

*On July 15, 1896, the incorporators were given thirty days to take the 
stock, and made no response. On August 12, 1897, the directors voted to allow 
Mr. Whitney to subscribe for all the stock authorized, with the right of assign- 
ing it. He subscribed for the whole stock, $1,000,000. On September 30, 
1897, (see the petition of the company to the Gas Commission for approval of 
its capital stock,) he was allowed to cancel this subscription and resubscribe 
for the whole amount. He thereupon assigned the subscription to the New 
England Gas and Coke Company. 
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by the Brookline Company to the majority of its cus- 
tomers, but with a maximum of $1 per thousand feet, 
enough gas to enable the Brookline Company to maintain 
its plant, pay all its expenses of every sort and description, 
and then pay 10 per cent, dividend on its stock, 5 per 
cent, on all bonds now issued, 6 per cent, upon all other 
existing indebtedness, and 4 per cent, upon all future 
indebtedness created for the extension of its manufactur- 
ing and distributing plants. It will be observed that this 
contract virtually pledges all the Bay State properties to 
the Brookline Company. Under the contract the surplus 
earnings of the Boston Company can be diverted to pay- 
ing interest and dividends on the inflated capitalization 
of the Brookline Company, just as the same surplus went 
earlier to pay interest on the obligation of $4,500,000. 

Such is one of the results of the boasted competitive 
water-squeezing operations of 1893. The chief differences 
between the methods of Mr. Addicks and his Bay State 
Companies and of the Standard Oil magnates in getting 
hold of the surplus gains from this field are worthy of 
note. Mr. Addicks did not waste a dollar in unnecessary 
duplication of plants or pipes. His inflation of capital- 
ization was wholly the work of the printing-press. Con- 
sequently, it could be wiped out without any disturbance 
to fixed capital. On the other hand, the excess in the 
capitalization of the Brookline Company to be supported 
by this contract represents, for the most part, money 
wasted during the competitive struggle or sunk in the 
useless and dangerous duplication of street pipes. This, 
of course, remains a permanent burden on the commun- 
ity. There can be no choice, so far as the gas consumers 
are concerned, between the two methods. It will be re- 
called that during the competitive period the Brookline 
Company had just about earned interest and operating 
expenses, and at the time of entering into the contract 
was earning no dividend. The Gas Commission, after a 
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thorough examination of the history, accounts, and works 
of the company, had just refused its permission to issue 
bonds to the extent of $525,000 to take up a part of its 
floating debt, on the ground that, with all its useless 
duplicate pipes counted in at full value, the company was 
over-capitalized to the extent of about 11,075,000.* 

Without entering into the question of the legality of 
the Boston-Brookline contract,! the Commission has re- 
peatedly demanded its abrogation, on the ground that it is 
at least an evasion of the law, "unconscionable" in its 
terms, and of " questionable public policy." J The 
method of abrogation proposed was unique, if not dan- 
gerous ; namely, for the legislature to pass an act revok- 
ing the charters of the companies, unless each one should 
voluntarily sign a power of attorney to the Commission to 
deal with this contract as, in the judgment of the Com- 
mission, justice and the public interests require. But 
the companies insisting on the technical legality of the 
contract convinced the legislature that the remedy pro- 
posed was too drastic to apply to a law-abiding corpora- 
tion. The result was no action at that session save an 
order for the commission to report a bill to the legisla- 
ture of 1899 for consolidating all the companies. 

Those who entered into this Boston-Brookline contract 
have always maintained that, irrespective of its legality, 
it was not against public policy at the time it was made, 
because at that time the contracting companies passed 
into a common control, and the way in which the joint 
earnings appeared on their books could not affect the 
public. Both the legality and public policy of the con- 
tract have since been vigorously attacked by some of the 
persons who brought it about on the plea that the in- 

* Twelfth Annual Report, pp. 35, 36. The dividends paid during the com- 
petitive period, although possibly not all earned, tell the story. From July 1, 
1893, to June 30, 1896, the company paid but one dividend of 2 per cent. 

t Under the statute of 1886, referred to in this Journal, vol. xii. p. 437. 

t See especially the Thirteenth Annual Report, pp. 8-10. 
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terests of the parties are no longer the same. But as yet 
no means have been found of getting rid of it; and, 
although the distributing systems of the two companies 
have never been connected, the Brookline Company 
draws from the Boston Company nearly $60,000 a year 
on this account. By this means it pays a dividend of 10 
per cent, on its stock. The commission characterizes 
this as " a demonstration of the facilities which exist at 
the close of such (competitive) contests for the protection 
of the investments which they make necessary." * 

The Brookline Company with this contract in force was 
worth too much for speculative purposes for its owners to 
allow it to go peacefully into the hands of their great 
rival on November 1, 1896. Therefore, the Bay State 
Company of Delaware was thrown temporarily into the 
hands of a receiver on October 16, and all its resources 
thus tied up until after the date set for paying for the 
Brookline Company. It is generally supposed that the 
Bay State Company at the time had a very large amount 
of cash f in its treasury, and was in a fair way to pay for 
the Brookline Company, if left undisturbed. Whatever 
may have been the terms of the agreement of May 1 ; and, 
whatever penalties were agreed upon in case the Bay 
State Company should fail to carry out its part of the 
bargain, it is perfectly plain that, in view of the Boston- 
Brookline contract and the receivership,^ the affairs of the 
Bay State Company were on November 1, 1896, in a criti- 
cal condition. The company was not only in no condi- 
tion to begin another competitive struggle, but was finally 
at the complete mercy of its great rivals, the Standard Oil 

* Thirteenth Annual Report, p. 10. 

t It was probably at this time, and not in 1897, that the capital of the com- 
pany was increased from $5,000,000 to $50,000,000. (See this Journal, vol. xii. 
p. 435.) 

t The date set by the court for the hearing of the case was November 7 ; 
but before that date a new arrangement had been made, and the company was 
released by consent of the parties on November 2. 
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magnates. By a new agreement, dated October 31, 1896, 
Henry H. Rogers, John G. Moore, and Frederick W. 
Whitridge of the Brookline Company were made trustees 
of the entire capital stock of the Bay State Company of 
New Jersey, $1,000,000, for the benefit of the Bay State 
Company of Delaware. The trusteeship carried with it 
the power of voting the stock of the local Bay State Com- 
panies in Boston, and consequently the management of all 
the interests of the Bay State Company of Delaware in 
the Boston field. The trustees immediately elected them- 
selves directors of the companies in Boston, and thus came 
into the control of the whole field; for about this time 
they absorbed the last remnants, — the Jamaica Plain and 
the Dorchester Companies. 

This trust* is to last until the Boston United Gas 
Bonds, first series, " have been retired by the operations of 
the sinking fund or otherwise paid off," when the trustees 
are to return the stock of the New Jersey Company to the 
Delaware Company. Absolutely no pecuniary considera- 
tion is mentioned in the declaration of trust. The pre- 
amble sets forth the receiverships of the Bay State Com- 
pany, much other pending and threatened litigation 
against all the Bay State Companies, the great deprecia- 
tion in stocks, and the threatened default on the Boston 
United Gas Bonds. The only apparent consideration is 
the agreement to have all the receiverships and pending 
suits dismissed. Whether or not there was any other 
consideration, which does not appear on the surface, given 
to the Bay State Company, cannot be determined. All 
sorts of suspicions and rumors on the subject have been 
afloat. It has been said that instead of a surrender the 
arrangement was a genuine alliance against the public, 
and that the Bay State Company received a large block 

•This declaration of trust is printed in full in the bill of complaint of 
Cannon K. Hetfield against the Bay State Gas Company of Delaware en- 
tered May 8, 1899, in the United States Circuit Court for the District of 
Massachusetts (in equity), pp. 105-107 of the printed copy. 
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of stock in the New England Gas and Coke Company, 
then in the process of formation. Be that as it may, Mr. 
Addicks has in form, at least, kept up a vigorous public 
attack on the trustees. In formal circulars issued to the 
Bay State stockholders, he accuses these trustees of forci- 
bly taking possession of the Bay State Companies and of 
corrupting the press (to the extent of f 50,000 in a short 
time) to support them in their action.* The bondholders 
and stockholders of the Bay State Company are meantime 
testing in the courts the right of Mr. Addicks to enter 
into this so-called "voting trust" on behalf of the Bay 
State Company.f For reasons which will appear more 
fully in connection with the account of the New England 
Gas and Coke Company it is entirely out of the question 
to say what the real relations and interests of the different 
parties in the Boston gas field are at present. 

At all events, the control of the Bay State Companies, 
and virtually of the whole Boston gas field, passed into 
the hands of Mr. Whitney and his associates, the owners 
of the Brookline Company. Under these circumstances, 
things began to look better for experimenting with coke 
and coke-oven gas. But the chief difficulty — namely, 
the stringent provisions of the two so-called anti-stock 
watering acts of 1894, apparently the direct outcome of 
the agitation of 1893 against over-capitalization — still 
stood in the way. According to these acts, gas corpora- 
tions, including the Pipe Line Company, can issue no 
shares except with the permission of the Commission, the 
proceeds to be invested only for the purposes designated 
in such permission ; while to use the stock of a Massachu- 
setts corporation as a basis for issuing foreign securities is 
to lay the charter of the domestic corporation open to for- 

* Samples of these circulars in various forms may be found in all the lead- 
ing Boston papers, beginning about June 15, 1899. 

t One of these cases — that of Mr. Dillaway against the Boston Company 
and others — was decided by the Supreme Court of Massachusetts on July 21, 
1899 ; but the decision turned entirely on technical grounds. 
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feiture. No one was yet ready to use the Pipe Line char- 
ter for manufacturing coke and gas, even under these con- 
ditions, with all the resources of the Boston gas field to 
fall back upon. If these and other statutes could not be 
successfully avoided or evaded in some indirect manner, 
the world must still wait for cheap gas from coke-ovens. 

The united forces of Mr. Whitney and the Standard 
Oil magnates — presumably about this time — made an 
alliance with Mr. Emerson McMillan and Mr. W. J. El- 
kins, two of the best known developers of gas plants and 
gas stocks in America. Thereupon, the aggregation, with 
the aid of some of the ablest lawyers in the country, 
worked out a unique plan for a new company in the form 
of a partnership or voluntary association known as the 
New England Gas and Coke Company.* The sole man- 
agement of the property and affairs of the company is, by 
the "declaration of trust" (dated September 30, 1897) on 
which the association rests, vested for the full term of 
forty years in a self-perpetuating body of trustees named 
in the articles of association. The property is to be rep- 
resented by shares of $100 each, par value. The total 
authorized issue at the beginning is $17,500,000. Under 
this declaration of trust the trustees have virtually entire 
control within the objects of the trust. These objects, 
among others, are declared to be " the business of manu- 
facturing, buying, selling, and dealing in coal, coke, gas, 
and all the products thereof and in business similar 
thereto, including electrical business of all kinds." The 
trustees are also empowered "to buy any property," in- 
cluding shares and bonds issued under this declaration of 
trust, "real and personal, and any rights, franchises, privi- 
leges, or securities which the conduct of said business 
may in their judgment require, and may in their judg- 
ment tend to promote its successful prosecution and the 

* For convenience, I shall hereafter refer to this association, or company, 
simply as the Coke Company. 
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interest of the shareholders, and to hold, use, or sell the 
same, or any part thereof, at their discretion " ; " to borrow 
money for the business or for the purchase of the prop- 
erty therein authorized, to give notes or other obligations, 
and to pledge or mortgage all or any part of the trust 
property to secure such notes and obligations or any con- 
tract entered into in the course of the execution of this 
trust ; to make a lease or leases of the trust property or 
any part thereof." 

A careful study of the instrument will show that, if the 
public can be induced to invest in the shares and bonds of 
the company, the scheme offers all the more important 
advantages and few of the disadvantages of both an or- 
dinary partnership and of an incorporated company. For 
the management is highly centralized, the shares are not 
subject to assessment, and give no right to demand an 
accounting except on the very limited conditions of the 
articles of association. They depend for their value on 
the trust estate only. Both trustees and shareholders are 
expressly exempt from any personal liability for the action 
of the trustees. The company is a partnership, although 
a peculiar one, and consequently is freed from all the 
more severe restraints, inspections, and obligations of re- 
porting imposed on incorporated companies ; although 
the Attorney-General intimates that when it begins the 
manufacture and sale of gas the commissioner may have 
some power over it. There can be no limit to the amount 
of stocks or bonds, and no restrictions on the method 
of issuing them, except the willingness of the public 
to invest in such securities. Both the financial and 
industrial operations of the company are as free from 
State control of every kind as if they were carried on by 
a single individual.* If the scheme could be made to 

* This is in accordance with the opinion of the attorney-general in reply to 
the Gas Commission, which reported the Coke Company on December 12, 1898, 
and January 19, 1899, for violation of law in refusing to make reports to the 
Commission. He says that the organization " has clothed itself in the garb 
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appeal to the investing public, its promoters would have 
entirely escaped all the terrors of anti-stock watering and 
other corporation laws. Technically, nothing but the 
ownership of the Pipe Line charter would have been nec- 
essary for the manufacture and sale of coke and coke-oven 
gas by such an organization as this. But an attempt to 
start the company on so simple and intelligible a basis as 
this would probably have failed to tempt the speculative 
promoter and investor. Hence the heterogeneous accu- 
mulation of charters, stocks, bonds, and exclusive con- 
tracts to supply the other companies with unenriched 
gas from the Pipe Line Company at the maximum statu- 
tory rate of 20 cents per thousand feet for fifty years. 

In addition to the $17,500,000 (par value) of shares 
the Coke Company authorized at once the issue of bonds 
also, to the par value of $17,500,000, making a total 
capitalization of 135,000,000. In fact, the loan was issued 
to get the money to pay for the property on which the 
loan itself was based. The trustees of the Coke Company 
first entered into a contract with themselves, as individuals, 
by which the Coke Company agreed to purchase the mis- 
cellaneous patents, franchises, stocks, and bonds to which 
allusion has been made. The par value of the paid-up 
stocks and securities represented in the collection was a 
little more than $5,000,000.* The nominal price to be 
paid for them (with the patents and Pipe Line charter 
thrown in) was $9,000,000. But at the time of this sale 
the Coke Company did not have a dollar's worth of prop- 
erty ; nor did it as yet propose to raise any money whatever 
from its stock or in any other way, except from a loan for 
which this as yet unpaid-for property was to be pledged, 
and from the proceeds of which the purchase price of this 
identical property was to be paid. To get the money on 

and assumed the form and appearance of a corporation," but that it is a volun- 
tary organization, and " to be treated precisely as though it were an individual." 

* This includes the Pipe Line stock. Compare infra, p. 113, note. 
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these bonds, under the circumstances, required some re- 
markable financiering, not unlike that performed nearly a 
decade before by Mr. Addicks in putting out the first 
$10,000,000 of Boston United Gas Bonds. 

To accomplish this feat, a dummy corporation, called 
the New York Gas Improvement Company,* was organ- 
ized under the New York laws. This company, having 
previously made the necessary arrangements with the Coke 
Company, entered into an agreement on November 30, 1897, 
with the Central Trust Company of New York, by which 
the Trust Company agreed to furnish temporarily the 
necessary funds.f The preamble to this contract states 
explicitly that the above property is to be paid for out of 
the proceeds of the loan for which it is given as security. 
It sets forth that the Improvement Company " has agreed 
to endeavor to procure a loan in the aggregate amount of 
$12,000,000, to enable the said New England [Gas and 
Coke] Company to purchase and acquire 18,500 shares of 
the par value of $100 each of the capital stock of the 
Brookline Gas Light Company; . . . 5,176 shares ... of 
the capital stock of the Dorchester Gas Light Company ; 
. . . certificates of indebtedness of the said Brookline Gas 
Light Company, amounting to $1,615,000, par value; 
Boston United Gas Bonds, first series, ... to the 
amount of $1,000,000 ; 1,382 shares ... of the capital 
stock of the Jamaica Plain Gas Light Company, . . . and 
the entire capital stock of the Massachusetts Pipe Line 
Company ; . . . and certain real estate in the town of 
Everett near the city of Boston ; . . . and, also, certain 
other shares of said and other companies carrying on busi- 
ness in said State of Massachusetts, and to enable said 
New England [Gas and Coke] Company to erect plants 
for the manufacture of coke, gas, and other similar products 

* I shall hereafter refer to this company as the Improvement Company. 

t This contract is printed in About Boston Gas and New England Coke. I 
have no means of testing the correctness of the printed copy. 
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upon said real estate and other real estate, . . . which 
it now owns or may hereafter acquire or have the right to 
build upon by purchase, lease, or otherwise." 

The Improvement Company gave its own note for $ 12,- 
000,000 at 5 per cent, interest to the Trust Company, run- 
ning eight months to August 1, 1898, with the option of 
renewing the note (upon paying the interest) for a further 
period of six months. In addition to the interest the 
Trust Company was to receive a commission of $ 2,400,- 
000, payable in the stock of the Coke Company at par ; 
and, in case the note was renewed, an additional com- 
mission of $600,000 of this stock. The Improvement 
Company agreed to deposit with the Trust Company $12,- 
000,000, par value, of the bonds and $4,800,000 of the 
stock of the Coke Company for subscription, and then to 
procure an underwriters' agreement (satisfactory to the 
Trust Company) to take all these bonds at par with the 
stock thrown in as a 40 per cent, bonus before the Trust 
Company advanced the money on the $12,000,000 note. 
These bonds and stocks were to be delivered to the 
underwriters through the Trust Company, and the pro- 
ceeds applied to the payment of the note. Simultaneously 
with the making of this loan the Trust Company was to 
be made trustee for the holders of all the bonds, $17,500,- 
000,* and the Coke Company was to execute a mortgage 
to the trustee, covering all the property, rights, fran- 
chises, contracts, stocks, and privileges then owned by 
the Coke Company, as well as all the additional rea 
estate to be acquired by it. The bonds, of course, are 
to bear the certificates of the trustee, setting forth the 
fact and the conditions of the trust. The trust was com- 
pleted and the mortgage executed on December 1, 1897. 
In addition to the interest on the temporary loan of $12,- 
000,000 the Trust Company will receive, therefore, from 

* Of the total issue of $17,500,000 bonds, §3,500,000 were to be reserved for 
enlarging and improving the property after the enterprise was started and 
$2,000,000 given directly as part payment for the property put in trust. 
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$2,400,000 to $3,000,000 commission in the stock of the 
company, and the profits from the management of the 
trust for the full life of the bonds, — forty years. 

The later financial history of the Coke Company can- 
not be given from unquestioned facts, but must be sur- 
mised from outward appearances. It is, of course, too 
early for the shares or bonds to be listed on the ex- 
changes, but they are dealt in on the " curb " daily. It 
is generally supposed that the promoters had in large 
measure to be their own underwriters, and also have had 
to advance the greater part of the money to construct 
the huge works of the company now (August, 1899) near- 
ing completion. It is well known that the market had 
broken badly before the bonds were ready for delivery to 
the underwriters on August 1, 1898, as planned. The 
price of shares has, for a year and more, varied from about 
20 to 30,* and that of bonds from 70 to 80. The general 
belief on the exchange is that these prices have been 
maintained only by the support of the market by friendly 
interests. At least, it has not seemed advisable yet to 
open either the shares or the bonds to public subscription. 
In the language of Mr. Whitney, not only has the public 
not been asked to contribute anything to the undertaking, 
but has not even " been let in." 

It is equally difficult, for reasons already given, to form 
any exact idea of how great an investment the holders and 
pipes of the Pipe Line and the plant of the Coke Com- 
pany represent. The Coke Company states that the com- 
bined plants are costing $4,950,000, but refuses to answer 
any specific questions about "its private affairs." The 
inference the company wishes to have drawn is that it 
is putting the proceeds from the $14,000,000 of bonds 

* Until recently the price of Dominion Coal shares followed closely that of 
the Coke Company's shares, as it was supposed that one of these enterprises 
depended on the other. A few months ago, however, Mr. Whitney and his 
associates organized a large iron and steel company in Canada, which they de- 
clare will be able to consume the total output from the Dominion Coal mines. 
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(always placed nominally at $14,000,000) into the property 
placed in trust with the Central Trust Company and the 
works. On the basis of these figures, if the prices paid 
for the property placed in trust were reasonable, the 
amount of water injected into the capitalization for this 
experiment would be but §17,500,000, — the amount of 
the stock. But it should not be forgotten that much of 
the capitalization placed with the Trust Company repre- 
sents useless duplication, under direction of substantially 
the same persons as are now in control. On the other 
hand, no outsider can form any idea of how much the 
previous owners received for the stocks and securities put 
in trust. 

The financial prospects of the new enterprise, so far as 
they rest on its independent coke and gas operations, are 
necessarily uncertain ; and, if optimistic estimates are put 
forward by the promoters, they are likely to be weighed 
by investors with the caution needful for all such indus- 
trial experiments.* The relation of the Coke Company 
to the gas companies of which it has secured control is 
a different matter, and one in which the public has a large 
interest and a right to full information. The control of 
these other companies may be a means of inducing inves- 
tors to take hold of the new venture : it may also be a 
means of supporting it by appropriating any surplus earn- 
ings of the old companies. The second of these possibili- 
ties deserves brief consideration. 

This control of the companies rests chiefly on two agree- 
ments ; namely, the so-called voting trust of October, 1896, 
and the Boston-Brookline 10-per cent, guarantee of May 
in the same year. The legality of these contracts is 
already questioned both in the State and in the federal 
courts. It is morally certain that serious attempts will 

* In the pamphlet About Boston Gas and New England Coke a memoran- 
dum to the underwriters' agreement is quoted, which figures out an annual 
profit of some $250,000 from the sale of coke and residuals alone, and a total 
profit sufficient to pay 4 per cent, dividends on the whole of the Coke Com- 
pany's stock. 
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be made by the legislature at its next session to set the 
two contracts aside. The Gas Commission has irrevo- 
cably committed itself on the question of the 10-per cent, 
guarantee. Should these contracts be nullified by legisla- 
tion or otherwise, the new experiment would apparently 
be thrown on its own resources. Meantime the expense 
of meeting such attacks is a heavy and an increasing bur- 
den to the Coke Company. In view of the over-capitaliza- 
tion of the Brookline Company and the smallness of the 
Dorchester and Jamaica Plain Companies, there would not 
seem to be great promise of any surplus from these com- 
panies for experimenting with new methods of produc- 
tion. 

The Pipe Line Company * is a nonentity : it does not 
propose to own any manufacturing plant, nor to dis- 
tribute gas to consumers. Its franchise alone is valuable, 
as giving a right of way to the holders of other gas com- 
panies. 

This leaves only the Bay State group of companies from 
which any surplus earnings could be drawn. f But it will 
be recalled that on these companies rests the burden of 
the 112,000,000 of Boston United Gas Bonds, principal, 
interest, and sinking fund, with the equities in the com- 
panies belonging to the Bay State Company of Delaware, 
which guarantees the bonds. A glance at the finances of 

•This company issued its stock, $1,000,000, without the consent of the 
Commission. Upon a ruling from the attorney-general that such action was 
illegal, it got the issue confirmed after a long contest. Doubtless the stock 
was technically paid for in cash, as the law requires ; but in all probability it 
was paid for in fact out of the proceeds of the Coke Company's loan of 
814,000,000. 

t Under present arrangements the duplicate pipes of the Brookline Com- 
pany offer a peculiar temptation to one form of experiment at the expense of 
the other companies. The engineer of the companies estimates that at an 
expense of from $1,000 to $3,000 these pipes could be entirely detached from 
the illuminating system, and used directly to distribute coke-oven gas for fuel. 
The Coke Company avowedly holds this experiment in reserve any time that it 
promises better financial results than selling the gas to the other companies for 
enrichment, and as a menace to prevent the separation of the other companies 
from the Brookline Company. See Legislative Hearing of 1S98, April 24, p. 42. 
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the Bay State Trust since its formation will throw some 
light on the point under consideration. 

Leaving out of account entirely the charges for admin- 
istering the trust, the following table condensed from a 
table* on page 37 of the latest annual Report (1899) of the 
Gas Commission will give some idea of the finances of the 
trust, and of the estimated deficits to be made good by 
the Bay State Company of Delaware : — 



Calendar Tears. 


Required for Inter- 
est and Sinking 
Fund. 


Dividends on Stocks 
held as Collateral. 


Estimated 
Deficits. 


1889 .... 


$500,000.00 


$387,441.14 


$112,558.86 


1890 . 








500,000.00 


457,666.00 


42,334.00 


1891 . 








500,000.00 


289,698.50 


210,301.50 


1892 . 








512,747.92 


381,585.00 


131,162.92 


1893 . 








525,879.96 


438,247.75 


87,632.21 


1894 . 








684,000.00 


269,092.00 


414,908.001 


1895 . 








678,500.00 


578,780.00 


99,720.00 


1896 . 








673,150.00 


412,073.25 


261,076.75 


1897 . 








667,900.00 


573,955.75 


93,944.25 


1898 .... 


663,000.00 


579,232.25 


83,767.75 


Totals . . . 


$5,905,177.88 


$4,367,771.64 


$1,537,406.24 



The table indicates that for the last five years the Bay 
State Company has had to make good a deficit on this ac- 
count to the extent of nearly $200,000 a year. It should 
not be forgotten, however, that meantime it has had 
issued to it $2,000,000 of additional Boston United Gas 
Bonds, first series, without additional outlay on its part. 
These bonds were readily salable.J These unusual re- 

* In considering the table, it should he borne in mind that the bonds were 
not all put out at once, that the sinking fund did not go into operation until 
1894, and that, in addition to the above dividends, the Bay State of Delaware 
had the interest on the $4,500,000 obligation until near the end of 1893. That 
company also presumably received the dividends on the stock of the small 
Dorchester Company during a part of this time. 

1 1 have corrected a palpable clerical error in this item in the Commis- 
sion's report. 

t The affairs of the Bay State Company are kept so profoundly secret that 
no outsider can say how the deficit was actually met or even that it was met, 
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sources are now supposed to be exhausted ; and, unless 
the Bay State Company of Delaware has a direct interest 
in the Coke Company, neither the holders of Bay State 
stock or of income bonds are likely to make good this 
deficit, in order to enable the Coke Company to carry on 
industrial experiments in entirely new fields. The infer- 
ence from these figures is that under the old conditions 
these companies produced no surplus. Nor is it supposed 
that purchasing coke-oven gas under present contracts at 
the maximum legal rate will increase their net earnings, 
but will rather tend to maintain the present cost of gas to 
the companies, and consequently to the consumers, for 
half a century. These considerations point to the conclu- 
sion that the Coke Company must, in the last resort, de- 
pend on the efficacy of the new processes for its success. 
But from the standpoint of the public interest the 
serious thing is that (leaving out of sight the inflation of 
the capital of the Brookline Company, which is not of an 
unusual sort) the gas consumers of Boston, as the result of 
their supposed gains from the agitation of 1893, will have 
to face an increase of 135,000,000 or more of capital, and 
that the companies are in such a situation now as to enable 
them to evade almost all the corporation laws of the State, 
and to nullify, or, at least to make very much more diffi- 
cult than ever before, the attempts to control the gas in- 
dustry in the public interest. A glance at the table below 
(page 117) will show that, if the present unity of manage- 
ment is to be preserved, the Boston gas consumers must, 
until 1937 (when the Boston United Gas Bonds are paid 
off), pay dividends and interest on $47,169,900.* This 

except that it is fair to presume that the trust would have been dissolved, had 
the interest not been paid. The company a short time ago attempted to issue 
an additional $50,000,000 of stock, for which it was thrown off the exchange 
lists. Whether it raised any money from this stock or actually issued any of 
the shares is not known. 

* This estimate includes nothing for the profits from the sale of coke. The 
coke and gas are, of course, strictly speaking, products with a joint cost of 
manufacture. As already indicated, the company estimates a profit of about a 
quarter of a million dollars from coke and residuals. 
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includes simply that portion of the total capitalization of 
perhaps $160,000,000, which must have its reward in 
order to give no legal grounds for dissolving some of the 
corporations or trusts. Among other things left out 
under this supposition are all of the stock and income 
bonds of the Bay State Company of Delaware. But even 
this minimum of more than $47,000,000 is probably some- 
thing like four times the actual investment in the field 
and more than five times the amount of capital the Gas 
Commission, with its liberal policy, will allow the Massa- 
chusetts corporations to issue. If the maximum capitali- 
zation now authorized by the Bay State Company of Dela- 
ware and all of the capitalization of the Coke Company 
be included, the nominal capitalization is $160,309,600, 
or more than seventeen times the amount necessary, 
in the judgment of the commission, to supply the needs 
of the field.* Apart from the wholesale evasion and cir- 
cumvention of the corporation laws, we have here an ex- 
treme case of the evils of over-capitalization. For we 
have all the gas interests in Boston in the hands of a few 
men who, according to their own statement, have none of 
their own money at stake, — except so far as they are in- 
dividual purchasers of Coke Company bonds, — and who 
are sure of all the gains, in case there are gains. Mean- 
time these men are managing the property with virtually 
no legal responsibility to the economic owners of it or to 
the public, and under circumstances that may at any time 
offer irresistible temptations to raid the stock market or 
invade the legislature. The form of organization and 
management is likely at any time to make the properties 

*It should be observed in this connection that the eight Massachusetts 
corporations in the field, having specific legislative authority to issne an aggre- 
gate of $17,000,000 of share capital, have in fact issued but $9,306,600. To 
put out the remaining $7,690,400, the companies must obtain the consent of the 
commission, pay the capital in cash, and invest it under the supervision of the 
commission. Of this unissued capital the Pipe Line Company is entitled to 
$4,000,000. Had the promoters wished to experiment in simple and straight- 
forward fashion, the way was here open to them. 
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a football for the market speculator, lobbyist, and promo- 
ter, who, when occasion offers, knows how to save him- 
self at the expense of the investing or consuming public. 

The two New York Trust Companies now hold 98.3 per 
cent, and a large part of the debt of all the eight Boston 
companies. The occasion for possible conflicts in the courts, 
as well as something of the legal complexity of the situa- 
tion, may be gathered from the following tabular statement, 
put together by the Gas Commission : * — 

Table showing the Relations of the Stocks of the Com- 
panies ... to Othee Secubities based wholly ob in Pabt 



Bay State . . 
Boston . . . 
South Boston . 
Roxbury . . 



$2,000,000 

2,500,000 

440,000 

600,000 

$5,540,000 



Brookline . . $2,000,000 
Dorchester . 519,000 
Jamaica Plain 250,000 
Mass. Pipe Line 1,000,000 
$3,769,600 



Deposited 
with Mer- 
cantile 
Trust 
Company 
of New 
York 

$5,533,900 

1 Deposited 
with 
Central 
Trust 
Company 
of New 
York 

$3,505,800 



Boston Gas Bonds 
Income Bonds . . 
Bay State of New 1 
Jersey Stock . ) 
Bay State of I 
Delaware Stock ) 



$12,000,000 
2,000,000 

l,000,000t 
50,000,0001 



New England Gas and Coke 
Company : — 

Bonds issued . . $14,000,000 

Bonds authorized 17,500,000 

Shares issued . . 14,000,0001 

Shares authorized 17,500,000 



This summary, considered in conjunction with the long- 
time contracts between the companies, suggests also some- 
thing of the legislative difficulty of dealing with the 
problem. 

For this unstable, dangerous, and chaotic condition of 
affairs, two chief remedies are suggested. The first is that 
the Commission should simply reduce the price of gas 
to a figure that will give no more than a fair return on 
the capital actually invested, and, in this indirect way, 

* Fourteenth Annual Report, p. 40. 
t Transferred to Bay State of Delaware. 

t The board has been unable to reliably determine the present amount of 
these certificates. 
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squeeze the water out of the capitalization. The only 
legal limit on the Commission in this particular, under 
proper form of procedure, is the constitutional provision 
that the price fixed must be reasonable. The difficulty is 
not a legal but an administrative one. No Commission 
will knowingly wreck the companies under its supervision. 
Much less will it do so in a case so involved as this, where 
it is not only impossible to protect the innocent, but even 
to know who the innocent are. Furthermore, such a 
mode of procedure, if it resulted in bankruptcy, would 
aggravate rather than cure the evil. So long as the Coke 
Company's form of organization is permitted to exist 
alongside of the Pipe Line charter and the duplicate pipes 
of the Brookline Company, bankruptcy simply offers addi- 
tional temptation and opportunity to the industrial ad- 
venturer. But a still more practical objection to this 
proposal is that no Commission in the present involved 
circumstances can possibly tell what a fair price is. A 
fair price ought to give a just return, under proper man- 
agement, to capital honestly invested. But a necessary 
preliminary to determining such a price is an accurate 
knowledge of how much is invested, how efficient and 
how honest the management is, how much is earned, and, 
in case of poor management, the responsibility for it. 
None of these things are attainable under present condi- 
tions. The Gas Commission, it is true, is armed with 
almost unlimited inquisitorial powers ; and it is hard to 
make the public or even the legislature believe that an 
honest and efficient commission with such power cannot 
have a confident and correct judgment on these matters. 
So far as authority goes, the Commission is not lacking at 
this point. But the complexity of the situation is such as 
to make the practical difficulty insuperable. A glance at 
the inter-company contracts and trading relations * of so 
comparatively simple a combination as the Bay State 

*See this Journal, vol. xiii. pp. 36-39. 
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Trust will show that the task of getting the necessary 
information for efficient regulation is an impossible one. 
The Commission in its latest annual report,* in speaking 
on this point, says, " These extraordinary relations [of the 
companies] afford abundant opportunity for confusing and 
concealing from the public their true relations and the 
facts about their actual profits ; and . . . this confusion and 
concealment would be much more difficult, if not impos- 
sible, were they combined in law and in fact into a 
single responsible corporation readily amenable to the 
general laws of the Commonwealth." It should be re- 
called that these relations and inter-company contracts 
have never been declared illegal by the legislature or the 
courts, and that so far the Commission has asked the 
legislature in vain to make such contracts subject to 
the approval of the Commission. 

The propositions that the legislature should simply for- 
feit the charters of the companies as a penalty for 
past misdeeds, or should force consolidation under threat 
of forfeiting charters upon ultimate analysis, run up 
against the same difficulties as the previous suggestion, 
and fail in the attempt to apportion the capitalization sat- 
isfactorily. With the complexity of present legal rela- 
tions, voluntary consolidation seems to be out of the 
question. If legal consolidation takes place, it must be 
compulsory, and effected only by threat of destroying the 
companies. But the companies insist, with great show 
of reason, that the courts stand open to make them obey 
the law, and that, so long as they are within the law, 
the forfeiture of charters is, if not an unheard of, at least 
a harsh and severe weapon for the legislature to under- 
take to wield. 

The difficulty of distributing so many millions of indi- 
visible property among so many unequally interested per- 
sons prevented the Commission last winter from agreeing 

* For 1899, p. 41. 
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upon any basis for capitalizing a consolidation of the com- 
panies. Clearly, to compel consolidation under threat of 
revoking charters would be for the legislature to enter 
upon a most dangerous career. Furthermore, for the legis- 
lature to put the power of fixing the capitalization for a 
consolidation upon the Gas Commission, would be to place 
a strain upon that body such as no similar commission 
ever had to endure, one the outcome of which it would 
be hard to predict. Nevertheless, legal consolidation of 
the corporations, with some regulation of such organiza- 
tions as the Coke Company, seems the only possible 
remedy. The present managers of the property have 
done, and are doing, the very things which the legislature 
has been trying for decades to prevent. They have so 
far evaded the corporation laws and traditions of the 
State ; but, in doing so, they have brought about a con- 
dition of things that is unstable, and, in the present con- 
dition of public sentiment, unendurable. Legal consoli- 
dation on some basis seems inevitable. When it comes, 
it is safe to predict that capitalization will in fact, but 
not in form, be left to the will of the companies or dis- 
cretion in the matter be given to the Commission. 

In order to consider intelligently the probable outcome 
of imposing such a trust upon the Commission, it will be 
necessary to take up more fully than we have yet done 
both the theory of Commission control and the history of 
this Commission. The relation of the Commission to 
present evils and to past legislation must also receive 
special attention before we can form a safe opinion of the 
ability of the Commission to wrestle successfully with so 
great a problem. These matters are reserved for future 
consideration. 

John H. Geay. 
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